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ABSTRACT

The problem that this paper will address focuses on the nature of the public- private partnership.
Thisincludes examining how these partnerships differ and if there are specific criteriafor successful
partnerships.

It isthe purpose of this study to compare different types of public-private partnerships that have
successful results due to the partnership. These case studies will provide the reader with a greater
understanding as to the reasons why and how public/private partnerships can be successful. This
descriptive study is acomparative analyss of public/private partnerships. The specific research
questions that will be addressed include:

How are the public/private partnerships structured?

What does each entity bring to a partnership?

What are the terms of agreement between each partner?

How are these partnerships monitored during the term of agreement?
What are the benefits from the partnership?
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With the ever increasing challenges facing both the public and private sectors today, it comes as
no surprise that joint ventures between and among public and private entities continues to be more of
the rule, than the exception. This research paper will compare and andyze three specific case studies
invalving public-private partnerships. This study will pay particular attention to:

1. The driving forces responsible for public-private partnerships

2. The benefits of partnerships

3. The architecture of the public-private partnership, epecidly as it relates to their capita
infragtructure

Conclusions drawn from the literature research and the specific information found within the
public/private partnership, provides a research base for anyone seeking a public/private venture. The
results of this sudy overwhemingly point to the successes that result from such partnerships. Findly,
this study provides the reader with the necessary elements that characterize sound partnering practices.

Recommendeations include suggestions for further research into additiona case studies that
address the financia arrangements between the partners.
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INTRODUCTION

The issues surrounding the formation of partnerships are not new. Our forefather’ s recognized
the value of working together towards acommon god. This was perhaps one of the earliest examples
in which people came to redlize their god through collaboration. The mativating factor for these early
collaborative ventures was surviva. Perhgps it isthe very nature of the collaboration, as much as
anything dse that creates the win-win results o often evidenced in ajoint venture.

These partnerships, or collaborations should be viewed as a new dimension, each maintaining
their individua characteridtics, yet for the purposes of the partnership, cregting a new identity.

One has but to open the daily newspaper to read about a new merger, or joint venture between
two companies that have a common interest in creating better service, or perhaps anew product.
Looked at from this perspective, one might conclude that thisis the driving force behind any partnership.

There are however many motivating factors which stimulate the desire to form partnerships.
PROBLEM STATEMENT

The problem that this paper will address focuses on the nature of the public- private partnership.
Thisincludes examining how these partnerships differ and if there are specific criteriafor successful
partnerships.
PURPOSE OF THE STUDY

It isthe purpose of this study to compare different types of public-private partnerships that have
had successful results due to the partnership. These case studies will provide the reader with a greater
understanding as to why and how public- private partnerships can be successful. This descriptive study
isacompardive andyds of public-private partnerships. The research questions that will be addressed
incdlude the following:

1 How are these partnerships structured?

2. Who brings whét to a partnership?

3. What are the typical terms of agreement between each partner?

4 How are these partnership’s monitored during the agreement?

5. What are the benefits from partnerships?



BACKGROUND AND SIGNIFICANCE

The fact that there exists an ongoing and continuing effort on the part of businessto address
their needs by seeking joint ventures which incorporates the public sector makes research, such asthis
paper vauable. By studying the various types of models in existence, information gathered that answers
the previoudy stated research questions becomes a resource for others and adds to the exigting body of
knowledge.

Thisresearch is rdlevant from a higtorical perspective in that it examines public-private
partnerships that have been successful. These are the predecessors of the late 1990's and need to be
presented in order to understand why and how they were successful. Thisis especidly important in
terms of looking at the infrastructure of the partnership.

This research is dso rlevant from an organizationa standpoint, in that as the need to provide
betters services to the customer increases, so will the need to provide dternative Srategies to effectively
organize to meet these challenges. These needs assessments and research studies have their foundation
in the existing research and it is important that this research continue to add to the data base of
informetion.

There has been little written from a comparative perspective on public- private partnerships. By
far the mgority of what is available concerns itsaf with specific case sudies. Thisis especidly evident
in the educationa arena and while thisis an important source of informetion, there exists aneed to
present models that compare the different types of partnerships in existence.

Thisresearch is relevant to the Nationd Fire Academy course, Strategic Management of Change
because public- private partnerships are becoming more common place in the fire service. From
management’ s perspective, while this gppears to be viable for bringing new resourcesto an
organization, the business form, capital structure and risk analysis have, as yet not been seasoned
enough to ascertain the viahility of such mechanisms. Therefore, in that the organization isin a congtant
dynamic state, management is required to consider incorporating well-anayzed new techniques for
achieving improved service ddliveries.



LITERATURE REVIEW

The purpose of the following review isto establish a base line of information for the reader and
support for the sudy. The literature examined fals into three categories: (8) the driving forces behind
public-private partnerships, (b) the organizationa structure public-private partnerships, and (c) the
current trends in partnerships.

Driving Forces

It is a safe assumption that today’ s economy is rather like the westher, it can change dmost
without notice. The changes that one finds in our economy have resulted in a variety of occurrences.
One such occurrenceis deregulation. With the deregulation of certain utilities competition increases as a
result, prices will find anew level. In the case of the power companies, one can expect lower pricesto
the individua consumer, aswell asthe commercid resdents. Asaresult, an increasing number of utility
companies will cut deaswith anyone in an effort to get, or kegp business. One such company is Pecific
Bdl, who has entered into anumber of public-private partnerships in an effort to motivate the consumer.

Incentive program offering reduced rates are abundant and necessary for the continued success of this
utility. (Kiplinger, 1996) One might speculate that perhaps the pressures that are placed on the
marketplace today are sufficiently strong that result in creating a greater need to seek dterndive
solutions.

Themoativating factors surrounding the formation of public- private partnerships vary according
to need. What is clear isthat partnerships represent a good vehicle for achieving that which asingle
entity can not accomplish aone. The following characteristics have been found to be a good measure as
to the understanding of the forces behind the existence of partnerships. (Fantozzi, 1998)

The public sector needs capital, which the private sector can provide.

The public sector can provide a service, which the private sector needs.

The public sector seeks a new infrastructure, which is provided by the partnership.

The public sector is seeking ways to provide opportunitiesto franchise. The needs are met by
the management and organization provided by the private sector.

> The public sector is adso seeking new technology, which is aso provided by the private sector.
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Another driving force that should be considered is the changing demographics. According to
Frey, 1988, changing demographics has been the impetus for a variety of partnerships. Shiftsin our
population, weather patterns, cost of living and changes in the workforce have given rise to many studies
and reports with the intent of determining what the role of the Federa, State, and Loca governments
will play in addressing problems concerning these demographics shifts.

Nowhere can we see more evidence of the forces responsible for partnerships than in our
schools. According to Anne Bryant, Executive Director of the Nationd School Board Association;



“Thereisagrowing interest in businesses connecting with school children for greeat reasons, children
condtitute a huge market.” (Zehr, 1997) Indeed, businesses have given and are giving more, to our
schoolstoday. According to this study businesses are motivated by the desire to be good corporate
citizens. David Keres, past Deputy of US Secretary of State of Education, and former Chairman of the
Board, a Zerox, sates. “ Business mativates for involvement in education are both sdfish, and sdifless”
(Kuhn, 1990)

Perhaps the motivating factor behind the businessinterest liesin another area. (Finn, 1990, )
reports that the primary reason that businessisinterested in education isredly related to its concern
about the nations economic condition. While not being able to definitely state the redl reasonsfor
business involvement in schoals, we can suggest that businesses are motivated to make a profit.
Industry too, has been stimulated to seek partnerships with private universities for the express purpose
of research. The Government-Industry-Research Round Table has reported a dramatic increase in
partnerships, between public organizations and private universities. Opportunity to acquire new
technology, hardware and research grants is definite incentives for universities to enter into partnerships.

(Government-University-Industry Research Roundtable, 1995)

Whatever the motivation behind the establishing of the partnerships, it isafar assumption that
both parties enter into the agreement with the expectation that only good can come out of such a

partnership.

Thereis another possibility thet is worthy of consideration. Even though both public and priveate
entities are committed to providing better service to the customer, reaching thisgod may result in
downsizing and reduction in the workforce, especidly in the private sector. (Public Works, 1997)

Organization of Partnerships

Some of the questions regarding partnerships that are not always asked, but are extremely
important for those seeking to develop a public-private partnership include: What does this partnership
look like? Isthere aparticular organizationa structure to these partnerships? What are the costs
involved in setting up these partnerships? What are the guiddines for setting up the legd aspects of a
partnership? Who monitors the partnership, after itsinception? What are the benefits from such

partnerships?

The first step in cresting any partnership is that there exists adesire to form a partnership. One
method that is common is to have pre-partnership meetings that outline the needs of both parties. Each
party is dlowed to determine the benefit of the partnership to itsdf. The next step isto establish an
agreement that promotes an understanding and clearly outlines the terms of agreement. Perhgps, more
than anything dse, it will emphasize open communication, which over time resultsin trust. (VanWinkle,
1996)



One of the most important questions that need to be addressed isthat of the costsinvolved in
establishing the public-private partnership. There are Start up cogts, costs that are needed to maintain
an ongoing effort throughout the course of the agreement and those unexpected costs that no one can
predict.

The answer to these questions regarding costs will dso vary asto the nature of the project. The
City of Hemet, Cdiforniawas faced by how to pay for mgor redevelopment within the city. To
determine what these costs would be, a Blue Ribbon pand and a Community Development Commission
were convened to find an equitable solution to the problem. The result was that thisjoint pand,
comprised of city government and business |eaders decided to spread the costs between devel opers
and the city S0 that payments were minimized. This resulted in a successful conclusion because the City
completed the redevel opment project without substantial outlay of capita. The public were dso
winners snce they will now benefit from the improvements in the city where they resde without amgor
tax increase.

These cretive options for finding ways to fund partnerships extend beyond the local
governments and are aso evidenced to a greater degree in County, and State Governments. The
chalenges facing these governmenta bodies have resulted in placing pressure to resolve these problems,
or face the dternative of additiond financid burdensin an effort to provide the same leve of service to
the public. Asthelaws changeto reflect sricter Federa guiddlines, asin the case of water purity, o
there are additiond pressures placed on agenciesto comply or face siff penalties.

According to a 1992 survey completed by the Environmental Protection Agency, it will cost
Federad, State, and loca governments $137 billion over the next 20 years to comply with the Clean
Water Act. This represents a $54 billion more than the previous survey completed in 1990. Based on
these figures, it will cost an additiona $49 billion to meet these guidelines by the year 2000. (Correll,
1996)

These costs will have to be passed dong to the locd taxpayer a some stage. The question as
to how to pay for these increases and meet the federa guiddinesis relative to every citizen. Asaresult
of this huge problem the local communities have begun searching for solutionsin the private sector. The
example provided below is one answer to finding a solution to the monumenta problem involving water
quaity. The solution liesin establishing public-private partnerships between public and private water
entities. These agreements alow local communities to retain control over their water systems.

The moded used was taken from an existing partnership in Hoboken, New Jersey. The problem
in Hoboken is representative of places throughout the United States. Hoboken was loosing $800,000
each year in the process of attempting to maintain water service and meet the increasing water
dandards. This resulted in a 35% water rate increase to continue to subsidize the water department
through taxes.



The solution was that the city negotiated a public-private partnership with United Water
Authority. The agreement alowed for United Water to maintain and improve the existing water
facilities, while collecting bills for the city’s 33,000 resdents. In return, the city would retain ownership
of the water system and received an up front case payment of $5.5 million aswell as severd capitd
improvements to the system. The vaue of these improvements was in excess of $4 million over aten

year span.
Through this agreement Hoboken was able to improve service to its customers and meet the
increased standards et forth in the Clean Water Act. Successful in that it aso allowed Hoboken to

retain ownership, and therefore control over rates increases, while benefiting from the professiona
management of United Water.

The answers to the research questions first posed in the beginning of this section have been
given, however to encapsulate:

Problem - meeting the standard of the Clean Water Act

Solution - a public- private partnership that resulted in upgrade existing facilities and providing a
professona management of the water facilities.

Costs - paid for by United Water. $5.5 million dollars, up front, plus $4 million in facilities upgrades.

Term of Agreement -
The term of agreement isfor 10 years and is renewable for up to 40 years.

Benefits - to United Water provides management services to city, as well as technology for maintaining
increased service to the customer. To the City, increased service without severe rate hikes, retains
ownership of water rights.

It is noteworthy that the Governor of New Jersey greetly asssted in the fostering of these kind
of partnerships by passing legidation that diminated much of the red tape that restricted partnerships
between municipdities.

The overdl result of this statewide movement is that owners of public utilities can now enter
contracts with investor-owner water companies to manage and maintain their system. In return, the
loca municipdlities are permitted to collect concesson fees from the companies for additiond tax reief.

The following section is directed toward the trends that partnerships are taking.

Trendsin Partnerships

Wastewater Management




In order to understand the trends in the creetion of public-private partnerships, it will be helpful
to look as examples of partnerships that have been formed. These examples have been sdlected from
areas that have presented specia chalenges to both the public and private sector on a state, and
nationd level. The previous example was used to demonstrate how a partnership looks and answered
guestions concerning the exact neture of any partnership. We would now like to direct our atention to
specific examples of partnerships that have been formed as the result of problems facing the nation.
These examples provide us with some direction for the way which public-private partnerships may be
headed.

Overview of Problem

The need to provide more efficient wastewater treatment is an ongoing issue with every
community. In the Indiangpolis areait was amgor chalenge. In order to meet the continuing service
needs of the public a 33% rate hike in sewer rates was planned. A committee conducting an 18 month
research project concluded that a 5% savings could be redized by contracting with an outsde water
trestment service.

Organization of Infragtructure

The solution that presented itself was unique. The city contracted with a private entity, Argus
Incorporated. The partnership, known as the White River Environmenta Partnership, is comprised of
IWC, aholding company of Indianapolis Water Company; IMM Operationa Services, an
environmenta engineering company from Denver, Colorado; and Lyonnaise des Eaux, a French utilities
company who speciaize in waste water management.

Term of Agreement
The city, over the five-year term of agreement dected to sell the facilities and contract for
services from the private sector.

Successes

The benefitsinclude: a savings of the 33% increase in sewer rates; areturn of revenue in the
amount of $24 million to the City of Indiangpalis, an increase in water qudity. Another benefit from this
partnership was the creetion of a safety committee that meets monthly to review and evauate plant
conditions. This has had an immediate result of lowering plant accidents by 80% over the past two
years. This partnership continues to meet the increasing standards and il provide the citizens of this
city with better service. (American City and County, 1996)



Juvenile Detention

Y et another example has to do with meeting the chalenges of our county facilities and juveniles
who are known multiple offenders and underage.

Overview of Problem

This example focuses on an increasing problem with our youth that have been labded as“high
risk;” these are multiple offenders who are minors. The County facilities are full to overflowing and the
bottom line is that thereis no more room. This represents a chdlenge not just for the County, but for
the community at large. What do you do with school age youths that are on the wrong path and have
committed repested offenses?

Organization of Infrastructure

Searching for creetive solutions to meet the needs of the community resulted in a program
known as, “Choices” This program dlows students,; designated by the court system the opportunity to
complete their sudies leading to ahigh school diploma. The funding for this program saw a partnership
created from private venture capital and the County of San Diego. A Foundation has been established
under the control of San Diego State Univergity. The Universty functions as the adminigtrator of the
foundation. The private component has donated $1 million dollars. The County bringing the totd
amount to $2 million matches these dollars. The funds are used to administrate the program and for
sdaries of the socid workersthat are hired to monitor the progress of the students placed in the

program.

Initidly, the costs of the program were set at $66,000 per year. This was based on the number
of students at 20. Asthe number of studentsincreased, so too would the number of socid workers
needed to monitor the students and therefore the amount needed to run the program.

Term of Agreement

Thiswas athree-year agreement. The program is completing its second year. At the end of
this school year there will be areview and areport rendered to the County, aswell as the private
investor to determine the successes of the program and determineif the program will be extended for an
additiond time.

Successes

If shear numbers are an indication as to the success, or failure of a program, such asthisthen
“Choices’ mugt surely represent a success. At the onset of the program there were 20 students. There
are presently 80 students in the program with few, if any dropouts.

The benefits to the individud students are that they have an opportunity to straighten out their
lives and become responsible, contributing members of society. From a community standpoint, it
benefits the taxpayer, asit is more expensive to keegp someone incarcerated than this option.

Educationd Fecilities




The fina example provides alook at a problem that continues to grow. Successful dterndtives,
such as the one cited below are becoming more common as the need to provide additiond facilities for
our communities grows. Thetrade off isthat there will not be expansion of services to meet the needs
of the community. Public sentiment and pressure will not alow this to happen, so solutions are needed.

Overview of Problem

The problem of how to provide for additional community colleges remains on the forefront of
problems facing communitiestoday. The risng codts of four-year ingtitutions have caused atremendous
increase in demand for additiona courses and facilities at the community collegelevd. Stimulated by
this renewed interest in the two year, post secondary school from the community, the question of how to
expand facilities and therefore service is important.

Organization of Infrastructure

The solution to this problem takes a desire on the part of the communities involved to provide
these facilities. In thisingtance, PAlomar College was experiencing a severe shortage of space and an
increased demand for additional courses. The chief financid officer at Plomar, approached a
neighboring city after it was determined through a needs assessment that this was the area of grestest
need. Redevelopers were approached with the idea that they would donate the land and an existing
facility that would need refurbishing to meet Sate codes. The costsinvolved in the partnership that was
established were in excess of $2 million dollars. These costs were spaced over aperiod of five years.

The mgority of the $2.2 million was paid for out of the college budget, with assistance from the State.
Ongoing expenses would be earned by tax increments as aresult of the areas redeveloped. The
redeveloper’s costs, from the land donation was set at 6% of the total, which came to $120,000. This
amount would be repaid over the length of the partnership.

Term of Agreement
Thiswas afive-year term of agreement, however there was the option to extend thisterm, as
needed. During thistime, the parties agreed that the redeveloper’ s portion would be repaid.

Successes

The public benefits Snce there is increased educationa opportunities for education. The college
benefits since they too receive the increased revenue. There is aso the benefit of having increased
technology in the community from having the college present and offerings that necessitate state of the
art telecommunication equipment. On the private Sde, thereis an increase in the infrastructure, as well
astax benefits to the city and the taxpayer.

These previous examples have provided the reader with a glimpse of what direction
partnerships are headed, however there are other areas that also demand attention. These include



transportation; hedlth care facilities; Nationa Parks, and care for the environment. Asllife continues to
become more complex, so too the need to come up with more crestive solutions to these problems.

The focus on specific case studies was selected because they are a good representation of a
Governmentd- Industry-University/Research Partnership; as Educationa/Business Partnership; and an
example of aLocd Governmental Agency/private partnership. These case studies will provide detailed
accounts of ther infrastructure; what the costs are; and the benefits to each partner.

Summary

The study will examine specific case studies and analyze them according to ther infrastructure
and the successes that have resulted from the partnership.
The research questions that have been stated will be answered as aresult of this examination in the
result section.

A review of pertinent literature that is presented in the subsequent section has been divided into
three areas: (a) driving forces behind public-private partnerships; (b) the organization of partnerships,
and (c) current trends in partnerships. This section will be followed by an examination of the
architecture of three specific case sudies. Findly, adiscussion section will present the conclusions of
this study and point to recommendations for further inquiry.

PROCEDURES

A review of the literature has provided the reader with aglimpse of the driving forces, the
organization of partnerships and cited some trends for the future. In an effort to answer the research
questions posed, three additional case studies have been provided. These case studies were selected as
representative of three separate segments of society: Theseinclude: Industry/University Partnership;
Business’Educeationd; and City Agency/Private Partnership.
Limitations
Thefdllowing are the limitations to this gudy:
1. This study will examine and compare alimited number of case sudies, therefore it islimited in scope.
2. The recommendations from the comparison and andysis of the case sudies are limited to the
examples used.

Definition of Terms

For purposes of this paper, the following definition of terms will be used:



Partnership - the act of working together toward a common godl.

Public Sector - an entity that isin the business of providing servicesto the public, such as utility
compary.

Private Sector - businessesthat are privately owned. These can be sole proprietorships, partnerships,
or corporations.

Public-Private Partnership - an agreement that conssts of public entities and private entities, working
together to provide improved services, or goods for the customer.

Joint Venture - same as public- private partnerships, except that joint ventures can aso include
partnerships between two, or more private businesses.

CASE STUDIES

Case Study #1 is representative of a Governmenta- Industry-University Research Partnership.
Industry/University Partnerships can take on severa forms. They include Single Company/Multi-
Universty; Multi Company/Single Univergity; Single Company/Single University; or Multi-
Company/Multi Universty. The Single Company/Multi-University is the modd represented in the Case
Study #1.

Overview of Problem

This partnership was comprised of Hoechst- Celanese Corporation and Rutgers University,
North Carolina State University and University of North Caroling, Chapel Hill. Hoechst-Celanese's
primary interest was to develop aworking relationship with multiple universties who shared smilar
research interests. In this case these areas conssted of the neuroscience, anima hedlth, polymers and
technology management. The above named universities were found to have similar research interests
and this resulted in forming a partnership. The objective of this partnership was to provide an
aggressive research environment in the aforementioned basic research aress.

Organization of Infragtructure

The partnership is organized around an al alocation process, by which a committee comprised
of representatives from al participating agencies identifies, request and fund proposals from faculty. The
company provides grants, educationa workshops, research contracts. In the spirit of trugt, al parties
have agreed to handle intellectua property in such amanner that any and dl deliverables become the
property of the university. Further that the company has the firg right of refusal to commercidize those
products.

There are three levels of interaction between Hoechst- Cdlanese and the univeraty partners.
Thefird leve isthe executive level. At thisleve individua representatives from al parties meet to
discuss and understand each parties role, intent, capabilities and working structure. The second level
interaction can be thought of as, exploratory. At these levels project managers from Hoechst- Celanese




met with university officias and department heads and senior scientists to hammer out common ground
in the research aress.

These meetings can produce other opportunities that may go overlooked. Thethird level of
interaction is a the program level, wherein the company research and the university researcher actudly
work together on the specific research pieces.

The start up costs associated with this partnership were borne by Hoechst-Celanese and
amounted to $1 million at each of the participating universities.

Term of Agreement
Thereis no set term of agreement. As part of the agreement however, all research is subject to
independent evauation by athird party.

Successes

The benefit to Hoechst-Cdanese is that they have provided an incentive for universties sharing
the same research interests an opportunity to gpply theory and concept and turn it into redity. The
company bendfitsin that it has fird right of refusa to any product produced within the partnership. A
benefit to both public and private entities liesin the fact that they have stimulated interactions between
different universities and the company so asto cregte a synergistic relaionship.

The potentid for these kinds of partnershipsis limitlessfor it represents the potentia to
accomplish and solve virtudly any problem. Clearly together they represent an opportunity not only to
remain on the cutting edge of research, but aso to take the next step of trandferring this research into
products for the good of the world. It isthe consumers who are the red winners.

Case #2 concernsitself with Educationa/Business Partnerships. The occurrence of business
and educationd partnershipsis gtrictly dependent on the needs of the partners. Asagenerd rule,
busnessis the benefactor and the school the beneficiary. “Between 1983-1984 and 1987-1988, the
number of business/education partnerships rose from 42,200 to 140,800. (Lankard, 1995)

Asthe expanson of these partnerships increased, S0 too the complexity of these partnerships.
School system staff to “foster school community cooperation, provide incentives for students,
supplement curriculum and staff and obtain equipment” created initialy educational partnerships.
(Clark, 1992)

Schoolsin the late 80's were faced with may reform issues and little money to pay for these
improvements. The impetus for this was largely due to the need to provide an increasingly diverse,
student population with higher order thinking skills and reasoning skills that would better prepare them
to enter what had now become alargdly service driven economy.



The business community redlized that threat. How would they be able to compete with students
leaving high schodl ill prepared to enter the work world with skills necessary to make them contributing
members in the workforce.

Thisthreat hasresulted in a greater effort on both sSdesto put projectsin place that will result in
a better-trained workforce and serve the needs of the private and public sector. The following case
study is representative of an effort by the business community and the Orange County School Didrict to
address this problem.

Overview of Problem

The problem in essence is that California students rank 3 from the bottom in Math knowledge.
The chdlenge facing educators today encompasses the rapidly increasing diversity of our population,
the growing internationa development of commerce and the explosive increases in information
technology. From abusiness perspective, the issues come down to a grester understanding of science,
meath, and technology are dl-important basic skillsin the workplace. Clerica tasks have become
computerized and as aresult more jobs require higher level skillsthat involve critica thinking, problem
solving and the ability to communicate clearly. Many of these jobs are built upon the skillslearned in
science, math and technology.

Perhaps the real question is how do we address problems when the education of our youth is by
inlarge the same as it was 40 years ago? The individuas comprising this partnership believed that the
answer was in developing a common meth and sciencevison (K-12). Thisvison needsto sharea
common assessment and accountability component that incorporates co-participation from busnessesin
the community.

Organization of Infrastructure

The solution was found in an existing program, known as. “Chalenge 200.” Located in the San
Francisco area the Challenge Program is based on a capital venture moddl. Businesses act asinvestors
and education competes for funding by submitting competitive proposds. These investments have alife
gpan of between 3 and 5 years, however funding for any of the projects can be withdrawn for failure to
meet agreed upon gods a the onset of the funding. The organization chart of dl volunteer committees
conggs of the following:




Saff 13 Businesses Next Century

12 Educators Partners

Leadership Committee Membership Committee

Marketing and Communication Committee Technology Committee

Professionad Development Committee Evduation Committee

Sdection Committee Science/Technology Hub
Compensation/Audit Committee

The Next Century Partners are venture capital investors who have joined forcesto create
solutions for the future.

The god of the Tomorrow Project isto raise $100 million in cash and in kind investments to
finance the program. It is anticipated that 50% of this investment will be raised in the public community.
The agreed upon policy includes investing in the program on a venture capital bass. The investment
portfolio includes US Treasury Bonds, Eurodollar Certificates; Municipad Government Bonds, Money
Market Accounts, Floating Rate Notes;, and Commercid paper.

Proceeds will be used to fund the elements of the Tomorrow Project, which include the
Renaissance Program, The Hub Component, and pay for administrative costs. These include: two
Renaissance projects will be funded the first year. 17 projects are expected to be funded over a period
of five years of the program, for atotd of $34 million.

The expected outlay of proceeds for the Hub Project, which include staff development will be
funded at the rate of $125,000-$250,000 per year and will totd approximately $34 million over the five
year period.

The Discovery Science Center will house the professiona development classrooms,
telecommunications, and staff. The center will cost $2 million to complete Phase 1 and atota of $25
million to complete to Phase Il. The estimated administrative overhead will be 5%, or $5 million of the
expected $100 million. The capital investment chart is presented for aclearer picture.

S5year Totd  Private Company Foundation Federd/State Matching Total

$50,000,000 +  $50,000,000 = $100,000,000

Term of Agreement
The term of agreement isfor aperiod of five years.




Successes

Project Tomorrow demondirates how the community can create solutions for the future by
involving businesses as co-partnersin education. It isimportant for our future generations. The case
just presented can best be summed up in the term: “leveraging on success.”

The benefits to the community may not be immediate, but what isthe cost of ignorance? Itis
difficult to measure in dollars the benefit to the schoal, the community, the nation, but what does stand
out is that without programs, such as Project Tomorrow, the future will not serve society’ s needs.

Case #3 isan example of alocd agency within the City of Viga, Cdiforniaand aneed to
contract with private businesses for the express purpose of providing emergency medica servicesto the
atizensand loca surrounding community.

In 1998, it is no secret that city governments are facing ways to stretch their budget to the limit.
Everything seemsto be a priority item. One of the top consderations has to be providing emergency
medica care for the city and surrounding loca community.

Overview of Problem
In 1995, there was an overwhelming need to provide for additional emergency medica services.
The City of Vida, and the Vigta Fire Department conducted a six-month study to determine dternative
ways to providing the much-needed services to the community. They examined existing modds being
used in other communities.

As of this date the Fire Department had to contract with private ambulance services to transport
and render emergency medicad help to theindividud 911 cdls. With abudget of $6 million, the Fire
Department had to maintain the four engines, and two emergency medica units, which were affed by
firefighters and Emergency Medicd Technicians. Under this program the patient would be billed
directly by the ambulance service for the emergency care and transportation. The average cost for
these services was estimated at between $300 and $500. Thisdid not include any 1V’s, or oxygen
which would usudly push the hill to approximately $750.00.

By year's end, the Fire Department’ s budget has been serioudy pushed to itslimits. With the
advent of Prop 187 the Didtrict Fire Department funds were being threstened. Utilizing this method of
contracting for private ambulance service serioudy hampered the response time of the department to
emergency cals. Since 80-90% of these cdls involve reviving patients, it is not difficult to see why the
firefighters were experiencing frustration.

The exiging system did not provide for the 4-6 minute response time that is necessary to
administer emergency care, not to mention the fact that contracting with private providers did not
provide for cost effective revenue.

Organization of Infragtructure




The Vigta Fire Department arrived a what seems like asmple, but effective solution. Why not
train other firefighters to become paramedics and have them available on dl cdls. After dl the Fire
Department has to be on the scene anyway. |If the Fire Department could provide the emergency care
service and transport the patient, then the need to contract for private ambulance service would not be
necessary. The current program incorporatesthisidea. The inception of this program began in 1996.

The starting costs of $200,000 included the purchase of one new ambulance, and outfitting two
of the exigting fire engines with emergency paramedic equipment, a atota cost of $50,000. Thetota
start up costs came to $200,000 and was borne by the City and the Fire Department.

Term of Agreement
The term of agreement between the private billing service and the Fire Department is from year
to year.

Successes

Since the inception of the program in 1996, the Fire Department has returned gpproximeately
$100,000 to the City coffers.

The State mandates a minimum of 48 hours per year to keep up paramedic skills. On-duty
firefighter paramedics provide this training to the paramedics once a month in a commitment to provide
paramedic firefighters with the most up to date information and techniques. They are compensated time
and ahdf for thistraining. Anyone wishing to take the paramedic training certification course can do so
through the loca community colleges. Thisisa 1500-hour program that is mandated to qualify for
paramedic licensing. Being paid time and a hdf for the time they spend taking courses dso compensates
individuas who enrall in this program.

The benefits to the community are that there has been and continues to be the best of
emergency care service to the resdents of Vista. The response times of 4-6 minutesis being met and
the city enjoys the luxury of having two AL S units, aswdl as fully equipped engines and trained
paramedics. The costs passed along to the patients for these services are the same, but the revenue
collected, except for ongoing medica supplies and maintenance of equipment is returned to the City.
The only other expenses that are taken are for the private sector hilling service that charges a
percentage of the hill, which accounts for 15-to 20% of the totd, billed to the patient.

If city governments are to meet the demands of providing increased emergency response
sarvices, the city may have to become amodd for other communities to follow.



RESULTS

This study sought to address the issues surrounding public-partnerships. More specificdly, this
paper has provided the reader with answers to the research questions posed in the Purpose Statement.

Thetest of sgnificance liesin the degree of success that each of the partnerships and the
benefits derived from the partnership. For each of the examples presented there was a Significant
increase in services to the consumer at a fraction of cost than would have been possible had there not
been a partnership. In truth the partnerships were not selected because they were the exception, but
chosen a random and because they were representative of partnerships occurring today in an atempt
to overcome very large obstacles. Allowing the types of problems to continue without addressing them
would be a monumental mistake that could result in tragedy for the public and private sector dike.

The common bond that occursin dl of these examplesis awillingness to work together to
accomplish that which they could not accomplish done. Perhaps the term of agreement differs, or the
capitd infragtructure, or the benefits that each entity enjoys, but the spirit that binds individuas together
sharing avidon, in atrusting environment is the quaity that makes dl things possible.

The research questions that have been addressed within study included:
1 How are public/private partnerships structured?

The answer depends on the needs of the entities entering into the partnership. In
generd, the public sector provides services, so the amount of capitd outlay is
minimized. It isthe private sector that provides the mgority of the capitd. The
partnership can be contractua in that the public sector provides a specific servicein
exchange for specific benefits. These benefits can vary from providing technology,
redevelopment, to dollars. All of the terms of agreement that Structure the partnership
are designed and follow specific guiddines that have been previoudy agreed upon by dl

parties.

As has been demondtrated in this study, the nature of each of these examples varies
according to the needs of those entering into the partnership. The capitd ventureis
another arrangement in which investors from the private sector put up the necessary
capita to accomplish agreed upon gods. The reasons for this investment do not dways
produce immediate results, such asin the Business’'Educationa Partnership. The thrust
of this partnership liesin the future generations. Their vison isto provide the students of
today and tomorrow with the necessary tools to enter the workplace better prepared
than before. In this case business becomes a partner in the stewardship of the future.

2. Who brings whét to a partnership?



The public sector provides the service(s), asin a utility company and the private
sector provides the capital, the technology and the management to provide for the
increased service that will be provided.

These are variation to this theme as well, in that the private sector may aso provide
manpower to assigt in getting the job done, such asin the case of the Industry/University
wherein both Industry and University provided scientists that worked toward achieving
ther gods.

Wha are the typicad terms of agreement in public-private partnership?

A review of the literature does not indicate a“typica” term of agreement for these
partnerships. The answer once again liesin the needs of the entities entering into the
partnership. What can be deduced is that whatever the terms of agreement are,
whether it includes length of agreement, or the specific benefits to each entity, that these
particulars are hammered out before the Sgning of the lega document. What isaso
clear isthat some of the agreed upon conditions are subject change. Case study #2isa
good example. In thisingtance, the private foundation providing the capitd venture
dollars have he right to withdraw funds if agreed upon deadlines are not met.

How are these partnerships monitored?

The literature reviewed on this question is specific to the partnership. The example
of the partnership between the County of San Diego and the Private Foundation
established to oversee the “ Choices’ program for repesat juvenile offenders, was aterm
of threeyear’s. A review of the success and the shortcomings of the program are to be
accomplished in 1998, with afollow up report to each partner. A decison will then be
rendered as to the viability of the program and a determination as to the future of the
program will be made.

Asagenerd rule, there are committees that are formed and remain intact for the length
of the partnership. They may aso be sub-committees that have formed as the result of
the agreement. For example, the Industry/University Partnership had a Safety
Committee that was formed which resulted in a reduction in the number of accident.
Thisis an ongoing committee that monitored the safety conditions of the plant.



5. What are the benefits form partnerships?

If the benefits of partnerships were nothing more than learning to work together, then
this done should be counted as a benefit to those engaged in the partnership. This
collaboration can and does produce many benefits to both entities, notwithstanding the
potentiad monetary gains, new products, new techniques, and new technology, which al
results in the essence of what partnerships should be dl about. Thisis providing
improved service to the public.

DISCUSSION

This paper has provided the reader with an opportunity to examine the nuances of public-
private partnerships. Based on the evidence presented, the results clearly indicate that there is more to
be gained from public- private ventures than without them. What is dso clear isthat there continuesto
be mgor shiftsin demographics, internationd influence, and governmenta policy to warrant the
continued and aggressive pursuit of public-private partnerships. Without the continued efforts of such
groups as the Industry-University Round Table and the forward thinking individuas involved in capita
ventures, our ability to effectively resolve the problems that face society today would result in a further
weskening in the public infrastructures that need revamping.

This study has presented severd different examples of partnerships, dl of which demonstrated
overwheming success. As different asthey gopear in terms of their problems, background and godl,
they al came into the partnership with the idea that they could make more of a difference working
together, than separately. While there is no one formula for success the following guideines can be
considered to be agood place to dart.

1. A dear undergtanding at the beginning of the roles of the partners and the rules by which
al parties could coexigt.

2. A mutua perception of value as to the contribution each would make.

3. A mutua respect and gppreciaion of the organizationd differences, working
environments, and motivation.

4, A shared agenda and a desire to work together.

5. A willingness by dl parties to work together and recognize the vison for al.

6. A commitment to Strive toward accomplishing that which they set out to do.

There dso needs to be a fervent desire by management to support and reward evidences of
collaboration and an active effort to promote open, honest communication among al parties, for without
this, no trust can ever be redized.

Robert Cushman a partner at Pepper, Hamilton and Sheetz in Philadelphia, states, “we need a
national policy that recognizes the need for public/private partnerships based on the clear understanding



of the economics-the nature of design, construction and completion risks- and the requirements of those
likely to provide financing.” (Ahrens, 1992)

Perhaps we should consider the words of Y uva Cohen, pH, and Chief economist at Parsons,
Brinkeroff, Quade and Douglas, a New Y ork trangportation and engineering firm. He Saesthat:
“despite dl of the recent discussion and interest, few viable privatization initiatives have emerged. Here
lies the chdllenge-entrust private entities with risk/reward incentives as though they were outright owners
and providers of the service or facility.” (Cohen, 1992)

Asthe number of successful partnerships grows it will be important to understand the factors
that have contributed to their success and the underlying infrastructure that has provided the satisfaction
of dl partiesinvolved in the partnership. (Cohen, Florida and Goe, 1994) (Giordan, 1995)
(MacLachlan, 1994)

If there is one overriding issue facing the future successes of public private partnershipsit isthe
willingness of the decision makersto put aside those ideas and philosophies that separate them from
their competition and look toward new ventures as a means to an end.

RECOMMENDATIONS

The following research recommendations are made based on the information presented within
this study.

1 This study should be replicated only with a narrower scope. For example, looking at
the infrastructure of public-private partnerships that are engaged in improving servicesto
the elderly.

2. Additiona studies need to be done which emphasize the role of the Federa and State
Government and thelr efforts to passinitiatives that will make it eeser for public-private
partnerships to occur.

3. A further investigation focusing in on the crestive efforts to fund public-private
partnershipsis indicated.

4, A survey and examination of modds used nationwide that address the continuing
problem of waste management would aso be recommended.

Asthe complexity of our world continues, we will be forced to turn toward new, more cregtive
answers to solve problems that older technology cannot solve. 1t behooves dl of usto begin searching
for those srategies that will help dleviate these issues before they become insurmountable. (Blumenthd,
1996)
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